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The press, in England, France, and Germany, has during 
the past seven years teemed with books and pamphlets upon 
the co-operative movement. It has been treated from nearly 
every point of view by lecturers and writers on political 
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economy. It has in each of these countries periodical publi- 
cations of its own, entirely devoted to reports and explanations 
of its working, and to the elucidation of its principles. It has, 
moreover, engaged the attention of a large body of reformers 
who are not specially connected with the working classes. It 
has excited amongst them an amount of interest such as no 
other movement of modern times has called forth, and with their 
assistance and encouragement it is effecting a social revo- 
lution of the first magnitude. There were in Great Britain, 
at the end of the year 1866, seven hundred co-operatite 
societies of one sort or other, containing nearly two hundred 
thousand members. During the same year the amount received 
on shares by these societies was upwards of $ 3,000,000, while 
the total amount invested in them since the beginning of their 
operations is estimated at $6,700,000. These sums are of 
course in gold. It must be borne in mind, too, that the re- 
turns made to the Registrar of Friendly Societies are some- 
what imperfect. Numbers of small associations exist all over 
the country, which, through ignorance or carelessness, make 
no return at all, so that the above estimate is certainly below 
the mark. In Germany, where the movement has shown 
itself mainly in the establishment of co-operative banks, there 
is a Central Bureau, forming a sort of federal head of all the 
associations throughout the country. Prom the returns of this 
office, which are also imperfect, — for the same reason that the 
English registrar's returns are imperfect, — we learn that there 
were, at the close of 1865, over one thousand associations known 
to be in existence. Of these five hundred and fifteen had made 
formal returns to the bureau, showing the number of members 
to be one hundred and seventy-three thousand five hundred and 
eleven ; the total amount of capital owned by them, $ 3,750,000 ; 
while that held by them on deposit or as loans was no less than 
$13,811,559. It must be remembered that these are only 
the co-operative banks. There are no accurate returns of the 
others, which are of all sorts, but they are supposed to number 
about three hundred and fifty. Of these about two hundred 
are co-operative stores, containing about thirty-nine thousand 
members. We doubt if any full returns of the French socie- 
ties are to be had. The movement in France is still in its 
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infancy, owing to difficulties to be mentioned hereafter. We 
learn, however, of about forty societies in Paris, and perhaps 
nearly a hundred in the Southern departments, mostly asso- 
ciations of producers, "and their number is increasing, and is 
likely to increase still more rapidly when they have been placed 
on a sound basis before the law. 

Of course, all that has as yet been done is but very little 
compared to what has still to be done ; but enough has been 
accomplished to prove the principle of the movement a sound 
one, and to make its success, in raising the great body of the 
working classes from the condition of hirelings into that of in- 
dependent producers, at least very probable. It is difficult, 
therefore, considering the interest which the condition of this 
class has been exciting during the last twenty years, consider- 
ing the deep disturbance in the relations of labor and capital 
which its growing discontent has been creating, to account for 
the ignorance about co-operation or indifference to it which 
prevails in all other classes of society. By many it is still re- 
garded as an offshoot of communism, or phalansterism, hostile 
to property and therefore dangerous to civilization ; by others, 
simply as an expression of political discontent, part of a great 
levelling process which will end in something very destruc- 
tive, they cannot exactly say what. There are very intelligent 
men amongst ourselves, such as Mr. Wade of Ohio, who look 
on it as a wild invention of Horace Greeley's. For the most 
part, however, it is little known. It may be good or bad, 
permanent or transient, but only very few know anything 
about it, — very few even of those on whom what has been 
happily called the " enthusiasm of humanity " has taken 
strongest hold, — who are most afflicted by the spectacle of 
human misery. 

The causes of this ignorance or indifference, on the part of 
persons interested in social reforms, are of course various. 
The great cause we take to be the prevalence and strength of 
the idea that what may be called the regime of wages, that is, 
the dissociation of labor from capital, is a fundamental prin- 
ciple of the social organization ; that, as a general rule, the 
owners of capital and the owners of labor must form two 
separate and distinct classes. Of course, it is readily admitted 
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that there are exceptions to this rule, hut only in the case of 
operations on a small scale ; the small farmer and the artisan 
working himself for customers are familiar illustrations of 
the combination of the capitalist and laborer in the same 
person ; but what is said is, that the moment you attempt to 
carry on operations on a great scale, to use more capital in 
your business than you yourself can work, the division begins ; 
the laborer falls into the rank of the hired man, and the owner 
of the capital assumes the position of employer and superintend- 
ent. Out of this position, too, there is, according to the 
received theory, no road for the laborer. Considering what 
his wages must be, the most he can hope to save from them is 
a provision for sickness or old age ; considering what his 
facilities for education are, the highest degree of mental culture 
he can expect to reach is one which will keep him out of the 
grog-shop, and cause him to appreciate the society of his wife 
and family in the evening. This theory is, in the main, as so 
many other social theories are, the product of an association 
of ideas. Those who possessed most brute power, or most of 
the knowledge which dominates brute power, were the first 
capitalists, and naturally assumed the task of superintendence. 
The ignorant or weak man naturally became the laborer. 
From long familiarity with this state of things, the doctrine 
gradually grew up that the bulk of workers were born to be 
hired and serve, while a small and select few were born to hire 
and superintend them ; and, as is usual, a code of morality 
was framed to support this doctrine, and was blindly accepted. 
In this code the employer assumed the rank, not simply of a 
social, but also of a moral superior, with no duty towards his 
employ's but that of mercy and consideration ; the employed 
assumed the position of a moral inferior, whose whole facul- 
ties of mind and body were due to his employer, and who 
was living his highest life when he was serving him to the 
full extent of his ability, both physical and mental. It was 
this code which produced the faithful retainers and servants 
and apprentices so common down to the last century, and 
over whose almost total disappearance we hear and read so 
many lamentations. 

Under this code there prevailed, all over the civilized world, 
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down to the French Revolution, the most frightful misery 
amongst the laboring classes, but the laboring classes were 
nearly all in the country. The towns were small, and peopled 
by guilds or close corporations of artisans, which only admitted 
new members after they had passed through a long and elab- 
orate system of education, and which of course kept their 
numbers small and their earnings high. Over the face of the 
country the peasants toiled, either in an open or virtual serfdom 
to the great landed proprietors, or wandered about as vaga- 
bonds or beggars, which, owing to the absence of police and 
defectiveness of means of communication, they were enabled 
to do with impunity. But the discontent of a country popula- 
tion has rarely proved formidable. Peasants have always 
been too scattered, too little used to unity of action, and too 
slow-minded, to initiate any reform in their own condition, 
or to make these sufferings a source of serious danger to 
the state. In spite of the horrible misery of the French 
peasantry from the fourteenth century to the Revolution, they 
exercised little influence on the government, and the final out- 
burst which overturned it came from the population of the 
great towns, who had least to complain of. The application of 
steam to manufactures and locomotion, at the beginning of the 
present century, by creating a demand for labor in the great 
towns, and at the same time enabling the laborers to meet it, 
first gave the physical and moral condition of the working 
classes real importance in the eyes of those above them. The 
misery of men in masses — their squalor, their vices, their 
passions — are always revolting or alarming. Moreover, when 
laborers became crowded together, they rapidly acquired unity 
of feeling, the habit of discussing, of grumbling in concert, 
and developed that quickness of mind which most strongly 
distinguishes the artisan from the agricultural laborer. We 
accordingly find that the condition of the working classes, as 
a great political and social problem, first began to occupy the 
attention of the upper classes and of governments contempo- 
raneously with the development of the cotton and woollen 
manufactures. There was plenty of charity before then 
towards individual cases of suffering, but the idea that the 
working classes as such were entitled to special care and 
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attention, and that the amelioration of their condition was a 
matter of political concern, if it existed at all before the 
growth of what are called the " great centres of industry," 
was confined to individual philanthropists. Moreover, it was 
not before the working classes became massed together that 
they became fully sensible of their own social degradation, and 
showed any disposition to engage themselves in a positive and 
united effort for its amelioration. The great factories and 
workshops then became centres of agitation, in which all the 
circumstances of the workingman's condition, and of his re- 
lations to the rest of society, and the possibility of improve- 
ment, were canvassed day by day, — at first, no doubt, with a 
very small amount of either knowledge or discretion,- but 
always with great and increasing acuteness, and increasing 
indisposition to accept the social theories of the classes above 
them. 

One of the first objects of their distrust and hostility was 
the current politico-economical theory of the nature of wages. 
Wages will be found defined in all the books as the working- 
man's share of the product of labor and capital, which is quite 
correct. It will also be found laid down that the amount of 
this share is to be ascertained by the law of supply and de- 
mand ; that is, that if there be an abundance of capital seeking 
profit, and little labor seeking employment, labor will be 
high ; so also that if there be little capital and much labor, 
although profits may be high, the laborer's share of them will 
be small. It would require a treatise in itself to set forth in 
full the causes of the workingman's dissatisfaction with this 
theory. "We must confine ourselves to saying that, in practice, 
the ignorance and poverty of the owners of labor have been 
found to be, in most countries, so great as to deprive the hiring 
of laborers by capitalists of the essential features of a contract. 
In practice, labor has not been a commodity, sold like any 
other commodity in open market for a price fixed by general 
competition. The laborer, standing alone, has been too miser- 
able to wait in order to test the accuracy of the capitalist's bid. 
Moreover, the quantity of labor in the market has always been 
artificially swelled by the laborer's ignorance, which confined 
him to one place, while the capitalist has generally been able 
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to rove freely in search of hands ; so that the price of labor 
in any one locality has rarely been an exact indication of the 
proportion borne by the whole capital of a country to the whole 
of its labor. 

Moreover, the workingman very soon discovered that another 
very important proposition of the economists, " that the in- 
terests of labor and capital are identical," although laid down 
in the books as absolute, is in practice subject to one important 
modification. The interests of labor and capital are identical, 
but only in the long run. They are not identical in any given 
week or month or year, and this to the workingman is the im- 
portant point. Laborers and capitalists are both paid out of 
profits, but in many of the most important branches of business, 
in all businesses, in fact, requiring large buildings and expensive 
and complicated machinery, capital may for two or three years 
at a time secure an enormous increase of profits, without making 
any addition to the wages of the laborer. How this may occur 
hardly needs illustration ; but still, as it is not an obvious, and 
certainly not the received view of the matter, we may mention 
that, as industrial operations are now carried on, capital does 
not rush into a business readily, under the stimulus of high 
profits. Mills, forges, and manufactories of all kinds take time 
and consideration, and considerable certainty as to the future, 
for their construction. Therefore, under the influence of crises 
like the late war, or a sudden and pressing demand for goods, 
for any cause, many of the greatest employers of labor might 
make enormous profits for a limited period, with complete 
immunity against competition ; and in these increased profits 
the laborer would have no share, as the demand for labor 
would not undergo any sensible increase. Therefore, the 
interests of labor and capital are not always identical. On 
any given day or week or month, it is the interest of the cap- 
italist to get labor for as little as possible. In the end this 
would, no doubt, be good for the laborer, as it would increase 
the amount of capital available for the employment of labor ; 
but the effect of this increase in raising wages might not be 
felt for years ; in certain contingencies it might never be felt. 

Of course, if the laborer could wait and hold out, as other deal- 
ers do, he would inevitably force the capitalist in the end to pay 
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him the price which the state of the market and the amount of 
his profits justified ; but he cannot hold out. He may know that 
his employer is making one hundred per cent on capital, while 
paying him as if he were making only ten per cent ; and he 
may feel that abstract justice, as well as a prudent regard 
for his own future and that of his family, demand that he 
should insist on having a share in this sudd-en prosperity ; but 
he cannot insist on it. If he ask for it, and support his de- 
mand by a refusal to work, he runs the risk of starving and 
seeing his children starve. 

It is this inability of the individual laborer to bargain with 
the capitalist on equal terms which has led to the formation 
of the Trades Unions. The Trades Unions — a combination 
of great bodies of laborers, acting in concert — have in reality 
put the laborer and capitalist for the first time on equal terms, 
economically considered. We are not now defending or eulo- 
gizing these organizations. Many of their effects on trade and 
on the character of the working classes are most pernicious ; 
but they have rendered, and are rendering, to the working 
classes one essential service, — by enabling them for the first 
time in their history to contract with the masters as free 
agents, and on equal terms, and therefore to force the mas- 
ters to base the rate of wages on profits, and not on the 
laborer's ignorance or necessities. They are, in fact, slowly 
converting the practice of at once proportioning wages to 
profits into an established usage, and they answer all objec- 
tions to the legitimacy of this process, economically considered, 
by pointing to the example of clergymen, lawyers, brokers, and 
divers other professions, in which the rate of wages is deter- 
mined by usage and not by competition. 

There is, however, diffused through the working classes a 
repugnance, which we wish were more deeply seated, — though 
we have little doubt that it is increasing in intensity, — to the 
whole system of payment by wages, that is, by a fixed sum 
per day. We will give first the workingman's objection to it, 
and then we will give our own. The workingman's objection we 
gather from the expressions of the opinion of the workmen in 
France, where this objection is stronger and has found a wider 
expression in literature, and where it has been more vigorously 
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combated by economists than it has been in either England 
or America. It is this : that the receipt of wages, however 
legitimate a mode of sharing in profits it may be, is regarded 
by the world as a badge of dependence, of social and moral 
inferiority. It is not looked upon in any country as simply 
the portion of the results of production, due to one of the two 
great agents in production. The hired employe is not simply 
a man who has contracted to furnish a certain amount of labor 
for a certain sum of money. He is a servant, in the old sense 
of the word, — a person who has surrendered a certain portion 
of his social independence, who has become dependent for his 
comfort, or even, to use the popular phrase, " for his bread 
and butter," on another person's approval. He does not stand 
to his employer even in the relation of a dealer to a customer : 
he stands in the relation of an inferior to a superior. It is not 
the workingmen only who think so : the employers think so ; 
society thinks so. Nor can it be said that the workingman's in- 
feriority in the social scale to his employer is due to difference 
in habits, manners, and education. The distinction between 
the employer and employed runs through every walk of life. 
It divides the merchant from his clerks, just as sharply as it 
divides the factory owner from " his hands." In truth, the 
recognition of the fact that there is a certain stigma attaching 
to the receipt of a salary in payment for labor, except from gov- 
ernments or associations, finds popular recognition in the al- 
most universal anxiety of young men to get " into business for 
themselves," as it is called, even if they are sure to be no bet- 
ter off pecuniarily than when working for others. This feeling 
is no doubt largely conventional, but that it has a certain basis 
in nature might, we believe, be easily shown. The anxiety of 
the working classes to escape from the wages system, especially 
in countries such as France, in which, while the feeling of 
human equality and of personal dignity are highly developed, 
social position is still largely determined by the nature of a 
man's occupation, is therefore readily understood. That this 
feeling is not stronger in England may be accounted for by 
the fact that class distinctions are there still accepted to a 
great degree as part of the natural order of society ; and that 
it is not stronger in this country is probably due to the absence 
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of class distinctions, to the facility with which various happy 
circumstances enable men to pass from the ranks of employed 
into those of the employers, and to the almost complete ab- 
sence of connection, except perhaps in the large cities, between 
social position and occupation. 

The objections which ordinary social and political inquirers 
may naturally feel to the subjection of so large a portion of the 
population of every civilized country as now live under it to 
the regime of wages are very similar to those which may be 
alleged against the exclusion of a large proportion of the 
population from participation in the work of government. 
Whatever circumstance in a man's life narrows the circle of 
. his interest and observation has undoubtedly a dwarfing and 
deteriorating influence on his character, and hinders his mental 
and moral development ; and there could scarcely be any surer 
mode, consistent with his personal freedom, of narrowing the 
circle of a man's interest and observation, than condemning him 
to live from year to year, as the working classes live, by weekly 
wages. In the first place, wages are hardly ever large enough 
to make it possible for a workingman, especially if married, to 
look forward to any material improvement in his condition 
through saving. That the working classes do save largely in 
the aggregate, savings-bank statistics show, but they do not 
save, on the whole, more than enough to provide for sickness, 
or death, or seasons of business depression. No great and 
general change in the condition of the working classes can be 
looked for from this source, at the present rate of interest on 
money. The utmost that wages do for the working classes in 
any country at present is to enable them, with great sobriety, 
economy, and self-restraint, to live with decency. Now, hope- 
lessness as to the possibility of effecting any great change in 
one's condition through saving is well known to be one of the 
greatest promoters of extravagance ; and the working class are, 
on the whole, reckless and extravagant in their use of money. 
Much of this is, no doubt, due to want of moral and mental 
training ; but the greater part of their improvidence, I think, is 
due to the comparative fruitlessness of saving. Men would be 
more than human if the prospect of having a hundred dollars 
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in the savings bank, at a low rate of interest, as the result of 
ten years of scrimping and screwing, acted as a powerful mo- 
tive to economy. 

In the second place, the motives by which the life of a man 
working for wages are generally governed are in themselves 
in the highest degree belittling and debasing. They are, first, 
the desire of giving the least possible amount of work for 
the largest possible amount of money ; and this leads of course 
to the most demoralizing of all habits, the habit of intentional 
idleness, of intentional slurring over work, and intentional im- 
perfection in the performance of work, of deliberate suppression 
of all natural pride in skill and strength and industry. We 
fear that the influence of the Trades Unions in cultivating this 
habit of mind is deplorably great. Secondly, the fear of offend- 
ing his employer, an individual for whom he has no moral 
respect, and whose approval he covets simply for its pecuniary 
value, and which, therefore, is an insufficient inducement to 
doing one's best. It is, however, no longer of great impor- 
tance to the members of Trades Unions to stand well with 
their employers, so that one great source of deception and 
hypocrisy, of shamming, in short, is removed. On the other 
hand, under the action of the Trades Unions, no motive what- 
ever to the display of extraordinary skill and diligence is left. 
The evil effects of this, if co-operation be not speedily brought 
about, it would be difficult to exaggerate. 

There is one other objection to the wages system, which we 
have reserved to the last, because we consider it, on the whole, 
the weightiest. Industry — by which we mean the work of pro- 
ducing and exchanging — has come to occupy a very large por- 
tion of modern life. It is absorbing the greater portion of 
the energies of every civilized nation, and is affecting national 
character and national progress to a degree of which people a 
hundred years ago never dreamed. It is conducted on an enor- 
mous scale ; the operations of great manufacturers and great 
merchants now cover the whole earth ; and on the principles 
on which these operations are conducted the happiness and 
progress of the masses are in a great degree — every day in a 
greater degree — dependent. The great commercial problems 
of our time require for their solution an amount of judgment, 
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foresight, grasp, and comprehension of details, such as only- 
statesmen in the last century were called upon to display. 
The laws of trade may, as feudal usages and traditions lose 
their power, be said to be the laws of modern society. Now, 
to have the larger portion of the population of every country, 
as the working classes now are, prevented by the circumstances 
of their lives from taking any interest in, or attempting the 
solution of, the problems presented by these laws cannot but 
be regarded as a great loss and misfortune. 

Until the working classes take an intelligent and active part, 
that is, participate with their heads as well as their hands, in the 
industrial operations of the day, our social condition must be 
pronounced unsound. No amount of book-learning they can 
possibly acquire can complete their social training. In industry 
as in politics, practical acquaintance with its workings, and the 
habit of solving its difficulties, are essential to a correct under- 
standing of it. Non-electors are generally poor politicians, and 
are apt to have few of the qualities which make a man an intel- 
ligent citizen ; so also hired men are apt to be very indifferent 
" business men," and have a very vague conception of the 
course of conduct which will best promote their interests, and 
of the remote consequences of their acts, and of the relations 
of their interests to those of society. You may deliver lectures 
on political economy to the working classes as much as you 
please : they will perhaps listen to you, but they will always 
either misunderstand you or distrust you, till they have them- 
selves had practical experience of its working ; and this they 
cannot have as long as their part in life consists simply in 
spending a certain number of hours every day in a factory, as 
a means of drawing a fixed sum of money at the end of every 
week. At present the great industrial operations in which 
they physically participate are directed by the great employers 
of labor ; and although the workman's bread is dependent on 
the master's prudence and ability, he knows nothing about either 
one or other ; and when the master's recklessness or dishon- 
esty bring on a financial crash, the working classes, on whom 
the heaviest burden of the woe falls, meet their fate in blind 
and helpless ignorance of its causes. They learn no lesson 
from it, and when they begin over again they have neither the 
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knowledge nor power to prevent a repetition of the catastro- 
phe. Nobody can consider this a healthy condition of society. 
Modern society will never be sound until the heads as well as 
hands of all its members are engaged in its operations and 
laboring for its prosperity, until all the springs of human activ- 
ity are brought into play for its benefit. 

The manner in which workingmen secure an increase in 
their wages seems to us very much more important than 
the increase itself, for it is lamentably true that high wages 
are not always, not even generally, accompanied or followed 
by great economy or sobriety or industry. In other words, 
morality and self-restraint do not increase in the ratio of 
wages. It is found in England, in fact, that drunkenness, 
with all its attendant misery, is more prevalent in the more 
highly paid trades than in the lower. The English iron- 
puddlers, who are amongst the most highly paid, are greatly 
given to drink, and live in squalor. Mr. Chadwick, in a paper 
read two years ago before the English Social Science Associa- 
tion, mentioned the case of a coal-dealer near Manchester, who 
refused to give credit to any man who earned more than 
twenty-four shillings a week, because he found from experience 
that if he did he never got paid. We ought to add, however, 
that competent observers testify that, generally, the trades in 
which drunkenness is most prevalent are those in which the 
labor is most exhausting. Still, it is nevertheless true that 
character does not depend on the rate of wages. In other 
words, the important question for reformers is, not whether 
workingmen cannot obtain more money, but whether they 
cannot obtain more money in a better way, — in a way which 
will bring more of their faculties into exercise, and supply 
them with a higher class of motives of conduct than those 
by which they are now animated. This question the co- 
operative movement seems likely to solve, and we know of 
nothing else that seems likely to do so. We should be sorry 
to depreciate, or appear to depreciate, the power of even that 
amount of school education the man who has to work for a 
living with his hands can expect to receive ; but I do not believe 
that it can ever, until science has done vastly more than it has 
yet done to lighten his labors, do very much for him, apart 
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from practical acquaintance with the business of life. This he 
has not got, and, as a hired man, he cannot get. The Trades 
Unions, by giving him affairs to manage, by giving him practice 
in organization, by making him familiar with the difficulties 
which human nature, human prejudices, human weaknesses, 
social traditions, throw in the way of the practical realization 
of social theories, have done much towards making him what 
is called a " business man," but very little compared with what 
remains to be done. We all know what a business man is, 
what are the peculiarities of his character and of his faculties ; 
and although the predominance of his peculiarities is not to 
be considered a desirable thing in a community, it is safe to say 
that no sound progress is possible in any community in which 
these qualities are not generally diffused. If they are confined 
to the capitalist class, there must always be an enormous deal 
of work left for government to do ; and a large portion of it 
must bo ill done, and a large amount of energy wasted in sim- 
ply keeping ignorance and delusion from working mischief. 

The varying shape which the co-operative movement has 
taken, in the countries in which it may be said to flourish, has 
been strikingly illustrative either of social and industrial con- 
dition or of working-class character, — a fact which lends it a 
good deal of its interest, and proves its claim to be considered 
a real social revolution. In Germany, for instance, where it has 
reached, as we have already mentioned, enormous dimensions, 
manufacturing industry cannot as yet be said to be conducted 
on a great scale. There are few great industrial cities, such as 
are found in France and England and this country, in which 
capital and labor are both concentrated, and in which the work- 
ing classes are to be found in masses. The workingmen there, 
instead of being crowded in great factories and workshops, do 
most of their work in their own homes. Traces of the guild 
system, too, still exist amongst them, doing much to repress 
enterprise and initiative. Accordingly, as might have been 
expected a priori, if what we have said as to the influence of 
the great manufacturing towns in developing the mental activity 
of the workingmen be true, the co-operative movement in 
Germany has not come from the workingmen. It has origi- 
nated, not below, but above. It may be said to owe its existence 
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in the main to one man, a member of the middle class, a 
Prussian magistrate, M. Schultze-Delitsch. His interest in the 
working classes, previous to 1848, exposed him to the suspicion 
of the government after the outbreak of that unfortunate year, 
and he was relegated to a remote post on the borders of 
Russia, where, however, his humane enterprise did not flag. 
He soon after resigned his office, and has ever since devoted 
his whole life and whole energies to the diffusion of co-opera- 
tive banks, with a patience, a perseverance, an enthusiasm, 
and . at the same time a comprehension of the nature of the 
difficulties with which he had to contend, which have had few 
if any parallels in the history of philanthropy. At the outset 
of his labors, too, he had to contend with an adversary (M. 
Lasalle) whose zeal was as great as his own, and whose 
eloquence was greater, and who presented himself to the 
workingman armed with the most specious and dangerous of 
all doctrines, — a doctrine, too, which workingmen in all 
countries, in the present state of their economical knowledge, 
find very attractive, — that improvement in their condition 
must be worked by the state ; and that, if they need credit, 
the government ought to supply it. The debates between the 
two adversaries were long, and the result often doubtful. 
M. Lasalle showed easily that government loans would come 
at once ; that the growth of co-operative banks would necessa- 
rily be slow, their establishment would exact long and painful 
sacrifices, and their success be doubtful. All this M. Schultze- 
Delitsch could not deny ; all he could say was, that co-operative 
banks would be the workmen's own ; and that in establishing 
them they would cultivate the virtues of prudence, order, self- 
denial, and self-reliance ; and, to the honor of human nature be 
it said, he carried the day. M. Lasalle was beaten out of the 
field. All claim to, or expectation of, government assistance 
was given up ; the co-operative banks spread, and have proved 
a splendid success ; and there is not one of them which is not 
the result of the voluntary saving. A year ago, the working- 
men of the various associations raised in Germany a large sum 
($ 20,000) by subscription, and presented it to M. Schultze, 
in testimony of their gratitude and esteem. He retained 
$ 5,000 for the purchase of a small country place, and handed 
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the rest over to the associations, to be expended for the 
common recreation or improvement of the members. 

The Schultze-Delitsch system is based on the theory, which 
the facts in Germany justified, that what the workingman 
most needs is credit, — some means of getting money to pro- 
vide himself with tools and materials, or to pay his rent, 
or to carry him over periods of sickness, without forcing him 
to sell his goods, when the only security he had to offer was 
what no other moneyed institutions in existence would accept, 
— his character. The capital stock was to be made up in part 
by the savings of members of the association, partly by loans 
from the general public. In other words, the aim of this 
system is to supply individual workmen with capital. 

The process as actually in operation is this : Every member 
is obliged to make a certain weekly payment into the 
common stock. As soon as it reaches a certain sum, he is 
allowed to raise a loan, exceeding his share in the inverse 
ratio of the amount of his deposit. For instance, after he 
has deposited one dollar, he is allowed to borrow five or 
six ; but if he had deposited twenty dollars, he is allowed 
only to borrow thirty. The security he is compelled to offer 
is his own and that of two other members of the association, 
who become jointly and severally liable. He may have no 
assets whatever beyond the amount of his deposits, nor may 
his guarantors ; the bank relies simply on the character of 
the three, and the two securities rely on the character of 
their principal ; and the remarkable fact is, that the security 
has been found sufficient, that the interest of the men in the in- 
stitutions, and the fear of the opinion of their fellows, has pro- 
duced a display of honesty and punctuality such as perhaps is 
not to be found in the history of any other banking institutions. 
Such is the confidence inspired by these institutions, that they 
hold on deposit or as loans from third parties an amount ex- 
ceeding by more than three fourths the total amount of their 
own capital. The monthly contribution of the members may 
be as low as ten cents ; but the amount which each member is 
allowed to have in some banks is not more than seven or eight 
dollars, in none more than three hundred dollars. He has a 
right to borrow to the full amount of his deposit, without giving 
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security ; if he desires to borrow a larger sum, lie must fur- 
nish security in the manner we have described. The liability 
of the members is unlimited. The plan of limiting the 
liability to the amount of the capital deposited was tried at 
first ; but it inspired no confidence, and the enterprise did not 
succeed till every member was made generally liable. Each 
member on entering is obliged to pay a small fee, which goes 
towards forming or maintaining a reserve fund, apart from 
the active capital. The profits are derived from the interest 
paid by borrowers, which amounts to from eight to ten per 
cent, — which may not sound very large in our ears, but in Ger- 
many is very high. Not over five per cent is paid on capital bor- 
rowed from outsiders. All profits are distributed in dividends 
amongst the members of the association, in the proportion of 
the amount of their deposits, after the payment of the expenses 
of management, of course, and the apportionment of a certain 
percentage to the reserve fund. Every member, as we have 
said, has a right to borrow to the extent of his deposit without 
security ; but then if he seeks to borrow more, whether he shall 
obtain any loan, and if so, how large a one, is decided by 
the board of management, who are guided in making their 
decision, just as all bank officers are, by a consideration of the 
circumstances of the bank as well as of those of the borrower. 
All the affairs of the association are discussed and decided in 
the last resort by a general assembly composed of all the mem- 
bers. 

In France, the condition of industry, and of the workingman's 
mind, has given a different character to the origin of the 
movement. The French workman frets under what he con- 
siders the social degradation of the wages system, and he is 
full of fraternal feeling. He feels deeply for his class, is 
ready to sacrifice himself for it with enthusiasm, and is ruled 
by ideas to a degree unknown in any other country. Before 
1848 he was a Communist, but a political communist ; he 
expected his regeneration to come from the government, and 
was convinced that it was the duty of the state to find work 
for all who needed it, exacting from each, according to 
the received formula of the sect, according to his capacity, 
and giving him according to his wants. The failure of Louis 
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Blanc's national workshops in 1848 was a cruel blow to 
thousands, but it served the purpose of a lesson, and it proved 
an invaluable lesson. It utterly destroyed the workingman's 
reliance on the state, and taught him that, if he was to quit 
the condition of a hireling at all, it must be through his own 
exertions. A large number of co-operative associations were 
formed during the first year of the Republic, and a sum of 
three millions of francs was voted by the Constituent Assembly 
to start them in business ; but it is a remarkable fact that not 
one of them succeeded. The state aid acted like a curse to 
them ; and there is not a single association now in existence 
which did not originate in the combination of a few poor and 
friendless men, with capital created by contributions of a few 
francs each, and which was not upheld through weary months, 
and often through weary years, at the cost almost of starvation 
to its members. There was one very successful co-operative 
store in operation at Lyons, at the time of the coup d'etat in 
1851 ; but all associations of workingmen after that event 
excited the suspicion of the government, and this one, the 
first and most successful of its kind, was summarily sup- 
pressed by General Castellane, then in command of the dis- 
trict. A touching letter of remonstrance, forwarded to him by 
the association, was returned to the writers unopened, and he 
refused to receive a deputation which waited for some days at 
his head-quarters. After the dictatorial fever had subsided, 
it was enabled to resume operations ; and several' co-operative 
stores are now in operation in the South of Prance, and are 
generally successful. But the co-operative stores do not seem 
to have spread widely in France as yet. The co-operative store 
is, after all, only a means of enabling the workingman to save 
from his wages. The French workman wants to get rid of 
wages altogether, — to be his own master, and to change 
completely the social status of the class to which he be- 
longs. Consequently, the majority of the French societies 
are, and have been from the outset, manufacturing associa- 
tions. Nobody who follows their history can avoid seeing 
that, as might have been expected on a priori grounds, the 
great difficulty of all the ' associations is the difficulty of 
management. In order to insure success, there has to be at 
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the head of affairs a shrewd and capable man of business, 
and he has to be supported by members 'with more or less 
business experience. Now the business of production is the 
most difficult kind of business. Raw materials have to be 
bought at the lowest price, worked up with economy, and sold 
at the right time, in order to keep the concern agoing ; and 
this requires a combination of qualities which are as yet 
not readily found amongst workingmen. 

The opening of co-operative stores, as the form of co-opera- 
tion needing least business skill and experience, is what the 
shrewder friends of the movement have, ever since the suc- 
cess of the now famous Rochdale Pioneers, recommended as 
the most desirable form to commence with. The risk is 
small, the sphere of operations limited, and, beyond accu- 
racy in keeping accounts, few qualities are needed which 
members of the working classes do not possess in abundance. 
The members of most of the successful producing associa- 
tions now in existence in England received their training 
in the management of co-operative stores started simply for 
the purpose of supplying cheap and good provisions to the 
members. But it was not because they were considered like- 
ly to furnish experience for higher and more complicated op- 
erations that these stores were first established in England. 
The real reason, we take it, was that the English workingman 
is more sober-minded, more practical, more prosaic, less influ- 
enced by ideas, less possessed by " the enthusiasm of human- 
ity," than the Frenchman. The English began with stores, 
because it was the easiest thing to do, and because they wanted 
cheap flour and bacon ; the success of the principle, and its 
capabilities as since revealed, have probably astonished nobody 
so much as the pioneers themselves. But the results have 
been magnificent ; and the experience of the English co-operators 
proves, we think conclusively, that, as a general rule, the proper 
and only sure path of progress is from co-operation for consump- 
tion to co-operation for production. The virtues needed for the 
vast and complicated work of production and distribution are 
best acquired in this way ; and as soon as the workingmen 
have shown the power, as they have both in England and Ger- 
many, of creating capital by their savings, and using it in sue- 
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cessful competition in nearly every field of manufacturing in- 
dustry, there is nothing for which they may not co-operate. 
There are now in these two countries co-operative lecture 
and music halls, gymnasiums, libraries, gardens ; and, in fact, 
there is hardly any comfort or luxury enjoyed by the wealth- 
ier classes which co-operation is not rapidly placing within 
the reach of workingmen. The movement, too, is spreading 
with great rapidity, but, as might be expected, somewhat more 
rapidly than the intelligence or self-restraint of the working 
classes will justify. A large number of associations are every 
year formed which do not last over a few months. The hearts 
of the projectors or their organizing power fail them, and the 
enterprise dies. 

Of co-operation in America we are sorry to have little to say. 
In fact, the co-operative movement can hardly be said to exist 
here, although there is plenty of discontent amongst the work- 
ing classes. There are one or two associations for production 
in New York, but they are in an inchoate condition. There is, 
we believe, a very successful Hatters' Association in Newark, 
New Jersey, but they keep their affairs to themselves, and seem 
to be in no way anxious for the diffusion of the movement. 
The same thing may be said of the Associated Founders in 
Troy. The system has made little progress in the West. 
Some general conclusions which may be drawn from the 
history of the co-operative movement in Europe will throw 
some light both on the cause of its tardy growth in this coun- 
try and on its future. 

The first thought of discontented workmen in all countries 
is, that the remedy for their grievances must be found in 
legislation, that the state must mend their condition. There- 
fore the first thing they do when they get discontented is to 
agitate for government interference, either by shortening their 
hours of labor, or by fixing a minimum of wages, or by lending 
them capital to go into business on their own account. The 
English workmen passed through this phase in the Chartist 
agitation of 1848 and the ten preceding years ; the French, in 
the Communist movement of the same period. The German 
workmen escaped it, mainly owing to the fact, already men- 
tioned, that their first attempt at co-operation did not originate 
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with themselves, but with a wise and enlightened member of 
the middle class, under whose guidance they happily continued 
to act. "We see the counterpart of all this in the eight-hour 
agitation here, and in the wild talk indulged in at what are 
called Labor Congresses. 

The next stage is the Trades Unions. The great body of 
the workingmen in England and here are still in this stage. 
This is a form of co-operation, but it is co-operation for intimi- 
dation and coercion ; and, although some of these combinations 
are conducted with great skill, and, considering their power, 
with great moderation, they have, beyond furnishing the work- 
ingman with a little experience in co-operation, rendered him 
only one service, — that of enabling him to bargain with his 
employer on equal terms ; but they have produced, and are 
producing, evils which far more than counterbalance their ser- 
vices. If we did not believe that they, too, are only a passing 
phase of working-class progress, and will disappear before the 
increase of knowledge and self-restraint, we should regard their 
existence as a great misfortune, as one of the most ingenious 
means of debasing the workingman's character ever invented. 
They unquestionably promote insubordination, want of punctu- 
ality, sluggishness, and indifference, and systematically repress 
excellence and ambition. We do not believe they will last 
very long in their present form : but it is to them that the 
thoughts of the American workman are now turned ; and as 
long as he is satisfied — as we trust he will not continue to 
be — with simply getting high wages for little and bad work, 
he will not look elsewhere. He will probably, however, find 
out soon that the abuse of the Trades Unions, by lessening 
production, lessens wages. 

The small amount of interest in the general diffusion and 
progress of the movement displayed by the few co-operative 
associations now in existence is doubtless due, in great meas- 
ure, to the small amount of class feeling which exists in this 
country. There is little or none of that sense of isolation 
from the rest of the community which pervades the working 
classes in Europe, and which, as it were, forces them into 
harmony, and infuses into them a veritable esprit de corps, 
and a veritable loyalty to their class as a class. The sue- 
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cessful Newark hatters, therefore, probably do not in the least 
look on themselves as pioneers or evangelists. They probably 
think tbey are simply a party of citizens who have hit on a 
good plan of doing business, which they would be very sorry to 
have widely known ; and regard their association as simply a 
new kind of joint-stock company. This is, however, simply 
speculation, and we may be doing them injustice. We offer this 
view as an explanation of a somewhat striking phenomenon ; 
and it derives some support from the fact that there has already 
appeared among the more successful associations in France and 
England a strong tendency to capitalist feeling and exclusive- 
ness. The practice of refusing all- share in profits to new- 
comers, and employing them simply as hired workmen at 
wages, lias shown itself in more than one association ; but this 
practice is generally denounced as treason to the order and to 
the movement, and has in many cases been abandoned. 

The movement will spread, we think, in the ratio of the 
spread of education and sobriety amongst workingmen. A 
great promoter of intelligence and virtue, it needs, from the 
start, like republican government, a certain amount of virtue 
and intelligence to work it. If the progress of the main body 
should be slow, and the movement should remain where it is 
at present, — in the hands of the elite of the whole body, — 
there is some danger that its success may prove its ruin ; that 
the growth of the existing associations in wealth and power 
may convert them simply into money-making corporations, 
without moral character or moral aims. But we do not 
fear this very much, although, as we have pointed out, there 
are some symptoms of it. The spectacle of the success of 
each association of course exercises an educating influence on 
those who do not belong to it as well as on those who do. 

However, the mass of the capital of the world being in the 
hands of individuals, — and being, in the nature of things, 
likely for the present to remain there, let the success of the 
co-operative movement be what it may, — capitalists will 
always continue to play a leading part in industry. They will 
perhaps, in many cases, lend money to co-operators ; but the 
services of a great body of them as superintendents of labor 
will be too valuable to be dispensed with, and it seems there- 
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fore likely that " industrial partnerships," as they are called, — 
that is, the admission of the laborer to a certain share in the 
employer's profits, either in lieu of fixed wages or in addition 
to fixed wages, — which have been in many cases tried in Eng- 
land with remarkable success, will spread more rapidly than 
co-operative associations, and will, for a long time to come, 
possess attractions for the less enterprising or less economical 
workmen, such as co-operative associations will be unable to 
offer. But it is to be observed that the formation of partner- 
ships of this sort will always be much easier and simpler in 
branches of industry such as mines, in which the labor bears 
a large proportion to the capital, than in great mills, where 
the capital invested is enormous, and the amount paid in wages 
very trifling. But whatever the form which the movement 
may next take, it is, beyond question, the most important 
movement of the age. 

How to raise the working classes nearer to the level of the 
rest of the community, in comfort, intelligence, and self- 
restraint, is now the great problem both of political and social 
science. As long as it is not solved, nothing is solved, nothing 
is settled, nothing can be called sure or lasting. 

It only remains to notice two objections, which have been 
recently made to co-operation by economists in this country. 
We pass by the suggestion that workingmen have not sufficient 
intelligence and self-restraint either to co-operate amongst 
themselves or co-operate with their employers by taking a share 
of profits in lieu of wages. The answer to this is, that the thing 
has been done, and is now in actual working in so many places 
that doubts about its possibility, even if based on a hundred 
failures, are of no more force than doubts about the possibility 
of crossing the Atlantic by steam, based on the various cases 
of shipwreck which have occurred since it began. But an idea 
seems to prevail, and found expression at the recent meeting of 
the Social Science Association in New York, that co-operation 
is in some way intended to strike a blow at the principle of com- 
petition, and to introduce some new method of determining the 
rate of wages and price of commodities, and that therefore econ- 
omists of the strict laissez-faire school are justified in pronoun- 
cing it visionary. But there could hardly be a greater mistake. 



1868.] Co-operation. 173 

There is nothing, either in the principle on which the co-opera- 
tive associations are founded or in their practical working, 
which infringes in the smallest degree on any well-settled 
economical law. A co-operative association is simply a part- 
nership, in which the partners not only furnish the capital, but 
the labor. To this there is absolutely no objection whatever 
to be found in any economical system. It no more involves 
a repudiation of the principle of competition than the forma- 
tion of any joint-stock company. Of course, when a certain 
number of men enter into partnership for the purpose of selling 
goods or running a stage, instead of each opening a store or 
running a stage of his own, they give up competition as be- 
tween themselves, but they do not give it up as regards the 
rest of the world. The same thing may be said of the co- 
operative associations. In fact, if co-operative associations 
are economically unsound, so is every partnership and joint- 
stock company in existence. Political economy does not re- 
quire that every individual should compete with every other ; 
it requires simply that each commercial unit, whether that 
unit be one man or a copartnership or company, shall com- 
pete with all the others ; or, to speak more correctly, it 
points this out as the law by which Providence secures the 
progress of the human race. It is not a law of political econ- 
omy simply ; it is a law of human nature, and the folly of the 
Communists and Socialists has consisted in the delusion that 
they could get rid of this law, and substitute one of their own, 
under which the needful amount of effort would be extracted 
from the race by simply appealing to the individual interest in 
the general weal. But no communistic association has ever 
lived by this theory. Even the Oneida Community, who glory in 
having everything in common, even wives and children, are 
very keen traders, and compete with the world outside in the 
sale of tops and jam, as energetically as any dealer in New York 
or Boston. Co-operative associations, even if they had absorbed 
the whole working class and the whole capital of the country, 
would still be subject to the regime of competition. They 
would have to compete with each other, and their success 
would depend on the extent to which they could surpass other 
manufacturers or dealers in skill, industry, and enterprise. 
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They would still have to buy in the cheapest market and sell in 
the dearest ; the good old rule, that the less there is produced 
the less there will be to divide amongst the producers, would 
still prevail. What workingmen do in co-operating is to en- 
deavor to be as economical, as industrious, as self-reliant, and 
as fair-minded as possible ; and although we may believe that 
they will not be economical enough, industrious enough, or 
self-reliant enough for their purpose, we cannot tell them 
that they are injuring society or violating the laws of politi- 
cal economy in trying to be so. 

The other objection is, that the system is not suited to 
America. One cannot help thinking that this objection has its 
root in the feeling, so widely spread, and productive of so much 
mischief, that America is, in some mysterious manner, an excep- 
tion to all economical rules, and that therefore lessons drawn 
from the experience of other countries are of no use to it. Much 
of the twaddle talked in Congress on financial subjects is due to 
the prevalence of this theory, and so are many of the blunders 
and abuses which we witness both in legislation and in adminis- 
tration. The economical difference between this country and 
Europe consists simply in the fact that the laws of political 
economy have here freer play than in Europe, but they are the 
same laws in both. Wherever production is the result of labor 
and capital, and labor a necessity of existence, and property a 
fundamental institution, and men love to accumulate it and 
fear to lose it, the laws of political economy remain the same, 
for they are in reality the laws of human nature. Moreover, the 
condition of the workman in this country differs from the con- 
dition of the workman in Europe solely in his greater indepen- 
dence of his employer. His relations to his employer are the 
same in kind. Therefore, to be strictly accurate, we ought to 
say, not that the co-operative system is not suited to America, 
but that it is not so necessary in America as in Europe. That 
its establishment here is desirable, and highly desirable, is 
proved by the fact that the relations of labor and capital 
are notoriously in an unsatisfactory condition ; that, what with' 
strikes and Trades Unions, the losses in all branches of business 
every year is enormous ; that the proportion of production to 
labor is every year decreasing in all trades in which machinery 
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is not used ; and that the workingmen are being steadily de- 
moralized by the means to which they have resorted to enable 
themselves to extract from their employers what they think 
their fair share of profits, and that their attempts to embody 
their delusions in legislation threaten to produce, not only great 
political, but great economical derangement. In fact, nothing 
is clearer than that the wages system, — the complete separa- 
tion of labor and capital, — has not really succeeded here any 
better than in Europe. That it should seem to succeed better 
is simply due to the fact that the scarcity of labor and the 
abundance of waste land enable workmen to escape from it, 
or make their own terms "under it somewhat more readily. 

That co-operation would have greater difficulties to contend 
with here than in Europe we readily grant. The union, har- 
mony, and self-sacrifice which it requires would not be enforced 
here by the sanctions of suffering and dependence and hopeless- 
ness outside of it, by which they are enforced in Europe. 
Workingmen here would submit to its needful restraints less 
readily than in Europe, for the same reason that they submit 
to all restraints less readily. Associations, too, would run 
a risk of being converted into political clubs, which in Europe 
they do not run, or run only in a less degree. But, on the other 
hand, the habit of association is stronger here than it is in 
Europe. Intelligence and self-reliance are more widely dif- 
fused ; hope, too, is more powerful, and social ambition more 
of a living force amongst the working classes. Therefore, al- 
though co-operative associations may be less needed here than 
in the Old World, and have some difficulties to contend with here 
which they do not meet with there, they have also advantages 
here which they have not there. Whatever claim to considera- 
tion they derive from the general disturbance of the relation of 
wages to capital, they possess in nearly as strong a degree here 
as abroad, as any one may satisfy himself by asking employers 
of labor in any of the great fields of industry — such as ship- 
building, mining, iron-foundries, and building — what their ex- 
perience of the wages system has been during the last seven 
years. 

Edwin L. Godkin. 



